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A BASIC GUIDE IN RENT 
DETERMINATION 
Leases are often based on customary arrangements com-
monly accepted in the community. Such customary arrange-
ments often serve as a starting point in working out a satisfac-
tory rental arrangement. However, customary arrangements 
do not always provide prospective landlords and tenants the 
best information in determining the most equitable lease on a 
particular farm. 
As a basic guide under share rent leases the landlord and 
tenant should share in the product or income from a farm in 
the same proportion as they share in contributions of land and 
improvements, machinery, labor, livestock, seed, fertilizer, 
and other items. All crops and livestock sales ( if a livestock-
share lease) should be shared in the same way if highest 
profits and least friction is desired. Sharing the costs of ferti-
lizer, seed and weed spray may also increase profits of both 
the landlord and tenant. 
FOUR MAIN TYPES OF LEASES 
There are four major types of farm leases commonly used 
in South Dakota .These are (1) cash, (2) crop-share, (3) crop-
share-cash and ( 4) livestock-share leases. Share rent of one 
kind or another is used with over 90 percent of the farm 
leases in Eastern South Dakota. It is not used as frequently in 
the West River area where 20 percent of the leases are made 
for a cash rent as shown in Table 1. 
Crop-Share Lease 
Under the crop-share lease, the landlord furnishes the 
land and improvements such as buildings and fences. He us-
ually pays the property taxes, insurance, and repairs. Some-
times the landlord also furnishes the grass and legume seed 
for crops that have a useful life of more than one year. In 
return, the landlord receives a share of the harvested crop. 
Shares of corn, wheat and oats for the different areas of the 
state are shown in Table 2. 
Table 1. Types of Leases Used in Economic Areas of South Dakota 
Percent renting under 
Number Crop Crop share Livestock Special or 
Areas reporting Cash share cash share others 
West River _ ____ 159 20 43 16 14 7 
North Central ___ 217 1 39 49 6 5 
North James _____ 184 2 41 46 8 3 
South Central __ 172 2 32 57 5 4 
South James ____ 209 ,1 26 66 6 1 
Northeastern _____ 187 1 26 64 5 4 
Southeastern -- - 290 4 19 67 8 2 
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Ta.hie 2. Share of com, wheat and oats Paid as Rent in 
Economic Areas of South Dakota 
Percent of renters 
Number · paying crop share of 
Areas reporting Nonel 1/4 1/3 2/5 1/2 
corn - ------ - 38 05 16 71 0 05 
West River wheat __________ 85 0 31 52 01 16 
oats ---- ---- 30 0 10 77 0 10 
corn _______ 78 35 40 . 21 01 03 
North Central wheat - - ---- 177 · 0 77 H 0 08 
oats -------- --- 111 01 68 20 01 11 
corn ________ 107 12 12 73 01 02 
North James wheat ---- ----- 15 5 0 09 67 01 23 
oats - --------- 11,1 0 11 ' 69 01 19 
corn ----------"- 136 . 0 01 99 0 0 
South. Central wheat --------- 96 0 01 98 0 01 
oats -------- 95 01 0 98 0 01 
corn ---------~ 182 0 01 91 .08 01 
South James wheat ------- 81 0 02 85 06 06 
oats - - - 160 0 0 91 07 01 
corn _________ 154 04 0 76 08 12 
Northeastern wheat 87 0 02 64 01 31 
oats ----- -- 157 0 01 65 06 29 
corn ___ ____ 2 40 01 0 17 72 11 
Southeastern wheat---- ------ 20 0 0 25 60 15 
oats --- 232 0 0 19 74 07 
i1n the North Central area about one-half of these tenants paid a cash rent of $1-2 
per acre on land in corn instead of a share rent. 
The tenant furnishes all of the power, machinery, fuel, 
labor, and usually all the seed and fertilizer ( see Table 3). He 
plants and harvests all the crops. In return he receives a share 
of the crops. 
The crop-share rent is less risky to the tenant than a fixed 
cash rent since the dollar value of share rent varies with 
yields and prices. Under the share rent, the landlord bears 
part of the risk and uncertainty of prices, weather, pest haz-
ards and management. 
Under a share rental arrangement the landlord usually 
has more to say about farming plans since his willingness to 
let the tenant keep the farm depends upon how well he likes 
the tenant's farming job. Landlords say that the one-year lease 
is customarily used in South Dakota because it makes sure 
the tenant does a good job of farming and pays his rent. 
Unfortunately the one-year lease also discourages the tenant 
from· building up the soil by seeding grasses and legumes 
and making repairs and improvements since he may not get 
the benefits of his investment (see Table 4). Since the land-
. lord gets a share of yield increases, the tenant may be reluc.:. 
tant to work as hard or to use as much fertilizer as he would 
if he received all of the increased yield as he does under a cash 
lease or when he owns his land. If the landlord will enter a 
written contract to compensate the tenant for the value of 
unexhausted improvements, some of the difficulty .. caused by 
the short-term lease can be overcome. 
Crop-Share-Cash . Lease· 
The crop-share-cash lease is much the sa~e as the crop-
share lease except in it the tenant pays cash rent for pasture, 
hayland and buildings or for some comb_ination of these con-
tributions of the landlord. The failure to indicate how much 
of the total rent is being paid for each of these contributions 
is a serious weakness in any rental arrangement. Tenants 
often feel that a given share, say one-third, is enough to 
cover pasture, hayland and improvements while the landlords 
feel that a separate cash rent should be paid for them. Land-
lords often point out that land without improvements often 
rents for the same share as land with improvements, and 
· taxes and expenses are less. 
In general the tenant should pay a specific rent for the 
house and other improvements if the landlord is to keep 
them in repair or replace them when they are worn out. If 
this makes the share rent too high it should be reduced. 
Cash Rent 
Under the cash lease the tenant pays a fixed cash price 
for . a given acreage, either in a lump sum or in a specified 
amount per acre for different crops. As in the share leases the 
landlord furnishes all land and improvements. He pays all 
real estate taxes, and building insurance. He should pay the 
cash cost for repairs of buildings and fences. If a three to five 
year lease is made the tenant is often willing to make the re-
pairs in his spare time. Unless a long-term lease is used grass 
and legume seeds should be furnished by the landlord or the 
Table 3. Landlords Share of Selected Expenses Under Crop Share Lease and Crop Share Cash Lease 
One-fourth share lease One-third share lease Two-fifths share lease One-half share lease 
Percent of landlords paying!t Percent of landlords paying!t Percent of landlords paying!t Percent of landlords paying!t 
No. None 1/4 All No. None 1/3 All No. None 2/5 All No. None 1/2 All 
Fertilizer 10 90 0 0 149 60 14 08 76 30 28 20 12 16 58 25 
Corn picking 29 97 03 0 432 99 0 01 172 99 0 01 43 58 36 02 
Weed spraying 18 72 0 11 349 56 12 18 150 47 10 30 36 39 39 19 
Seed, Small grain ___________ 118 97 01 01 301 97 01 02 18 94 0 06 88 07 11 81 
Seed corn 39 100 0 0 464 98 01 01 178 98 01 01 46 24 30 43 
Combining Small grain _ _ 66 98 0 02 355 96 01 01 156 98 01 01 86 23 67 0 
Hail Insurance 68 74 24 0 172 65 28 01 8 50 50 0 39 51 46 03 
•The total is less than 100 percent in some cases because some landlords paid a share not given in the table. 
3 4 
Table 4. Distribution of Leases According to Length of · 
Agreement, South Dakota 
Number Years 
reporting 2-3 4-5 indef. others total 
(Percent) 
Cash 71 51 30 07 06 07 100 
Crop share ___ 412 72 07 03 12 06 100 
Crop share cash .:___ 7 49 · 74 07 03 09 06 · 100 
Livestock share __ 88 65 07 03 17 08 1100 
Spedal & others _ _ 45 57 11 11 13 06 100, 
Total 1365 71 08 04 11 06 100 
tenarit should get compensation for the unexhausted value at 
the end of the lease. Because the landlord's rent does not de-
pend upon how good a job of farming is done the landlord 
can more safely make a long-term lease than is true when he 
rents for a share of the crops. To be satisfactory to the land-
lord, the rent should be high enough to cover the current 
mortgage interest rate in the community plus an additional 
amount sufficient to cover the taxes, depreciation, repairs, in-
surance, risk and uncertainty. The tenant usually furnishes 
all of the machinery, fuel, labor, seed, ( except legumes seed) 
fertilizer and similar costs. In return he receives all the crop. 
The cash lease offers the tenant with superior manage-
rial ability and willingness to gamble, an opportunity to in-
crease his income. The tenant usually has more freedom in 
the choice of crops and farming practices used. Even without 
a long-:-term lease his chances of keeping the farm are likely 
to improve since the landlord's rent is not affected by the ten-
ant's management. Because the landlord's rent does not de-
pend on the crops grown, the tenant can more easily shift to 
legumes and grasses and market his crops through livestock. 
The landlord getting fixed rent has less risk than under 
share rent. Therefore cash rent is usually considerably 
cheaper than the share rents. 
The most serious disadvantages to the tenant are risks 
Table 5. Landlords Share of Machinery Under Livestock Share Leases 
Percent of 
Number landlords ownin~ 
Reporting None ½ All 
Tractor 97 82 10 6 
Truck 72 71 11 1 8 
Combine 69 n 10 17 
Corn Picker 65 82 8 11 
Field Chopper 22 77 14 9 
Hay Baler 18 78 6 17 
Weed Sprayer 43 63 7 30 
Manure Spreader 74 73 4 23 
Milk Cooler 5 80 20 0 
Milking Machine 17 76 18 6 
Thresher 17 65 6 29 
Grain Drier 4 50 25 25 
•The total is less than 100 percent in some cases because some landlords owned a share 
not given in the table. 
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possible from weather, pest hazards and crop prices. If yields 
or prices fall, he must still pay a fixed cash rent but this risk 
is probably no greater than buying a farm on a mortgage. 
The landlord, on the other hand, cannot increase the rent 
when prices rise until the end of the lease term. However, 
when prices are falling his rent may be higher than it would 
be under a share rental. Part of the cash lease disadvantages 
to both landlord and tenant can be overcome by an agree-
ment that cash rent payable in any lease year shall vary di-
rectly with the prices of corn, wheat, or livestock products. For 
example on the Indian lands in Western South Dakota, five-
year agreements are made in which a cash rent varies with 
the price of beef. 
Livestock-Share Lellse 
Under the livestock-share contract the landlord should 
furnish the land and buildings. This includes built-in equip-
ment such as elevators, milk-cooling equipment, barn clean-
ers, and so on as shown in Table 5. The landlord pays all of 
the taxes, insurance and repairs. He also frequently furnishes 
all of the grass and legume seed for crops with a useful life 
of more than one year. 
The chief difference of this type from other leases is that 
the landlord usually furnishes half of the livestock and half of 
the operating expenses such as seed, feed, fertilizer, weed 
Table 6. Landlords Share of Expenses Under Livestock Share Leases 
Percent of 
Number landlords owningll-
Reporting None ½ All 
Fertilizer 36 8 58 28 
Seed, Small Grain 97 25 44 27 
Seed, Corn 95 28 45 24 
Seed, Grass 67 3 34 63 
Seed, Legume 60 10 35 53 
Hired labor 93 83 16 1 
Combine Grain 90 39 57 2 
Hail Insurance 52 15 65 6 
Government Crop Ins. ________ 33 12 67 9 
Tractor Fuel 99 64 31 3 
Weed Spray Material ___________ 78 15 54 26 
Weed Spraying 72 14 46 11 
Livestock Feed 99 1 7 72 4 
Breeding Fees 64 17 69 9 
Vet Expense 90 14 76 2 
Hay Baling 68 40 54 1 
Corn Picking 82 56 41 I 
Machinery Repair 99 78 18 1 
Bldg. Repair Labor 92 17 12 68 
Bldg. Repair Material ----------- 92 5 4 89 
Fence Repair Labor 96 80 12 7 
Fence Repair Material _________ 101 7 6 86 
New Fences 86 5 7 88 
Electricity 94 74 15 9 
•The total is less than 100 percent in some cases because some landlords owned a share 
not given in the table. 
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spray, breeding, and veterinary expenses as shown in Table 6. 
With a livestock share lease, 64 to 81 percent of the landlords 
furnished half of the investment in livestock as shown in 
Table 7. Slightly more than half own a half interest in the 
poultry. 
As in the share lease the tenant usually furnishes all of the 
machinery, machinery repairs, fuel, and all of the labor to 
grow and harvest the crops. In addition, he usually furnishes 
all of the labor for the livestock. 
The livestock share lease encourages closer landlord-
tenant relationship because of the joint ownership in livestock 
and the sharing of expenses and management responsibilities. 
The tenant may profit from the landlord's experience and 
managerial ability. Tenure is usually encouraged since the 
cost of changing tenants may reduce profits. Maximum returns 
from a partnership are usually not forthcoming until the sec-
ond or third year at the earliest. Livestock share leases tend to 
maintain and improve the soil fertility by marketing of crops 
through livestock and returning crop residue and manure to 
the soil. A livestock program usually requires a crop rotation 
containing grass and legumes which helps conserve the soil. 
GENERAL FACTORS AFFECTING 
LEASING ARRANGEMENTS 
1. Bargaining position. A tenant, who is well financed, 
well equipped and has proved his managerial ability, is usual-
ly in a favorable bargaining position to compete with other 
tenants for productive, well-improved land and more desirable 
rental arrangements. Variation in productivity of farms is the 
most important factor for variation in leasing practices. Land-
lords who have maintained productive, well-improved farms · 
are in a bargaining position to attract the best tenants. 
2. Capital requirements. High capital requirements, par-
ticularly under livestock-share leases, may be adjusted between 
landlord and tenant to enable the tenant to become established. 
In some types of farming such as dairying where labor require-
ments and machinery investments are high, the landlord may 
Table 7. Shares of Livestock 'owned by Landlords Under 
Livestock Share Leases 
Percent of 
Number landlords ownin~ 
Reporting None ½ 
Dairy Cattle 43 0 72 
Dairy Calves 41 0 73 
Beef Cattle 83 0 64 
Beef Calves 71 0 72 
Hogs 62 0 81 
Sheep 18 11 72 









•The total is less than 100 percent in some cases because some landlords owned a share 
not given in the table. 
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furnish some additional livestock or machinery and adjust the 
balance of returns and contributions accordingly. Later, when 
the tenant has made financial progress, contributions and re-
turns may be shifted to fit the new conditions. 
3. Adjustments of production and upkeep. Many items 
such as fertilizer, seed, feed, fuel, labor, harvesting expenses 
and building repairs may be adjusted in the lease to over-
come hardships of both parties. This will tend to improve 
landlord-tenant relationships. 
4. Tenant privileges. The privileges given the tenant by 
the landlord to improve landlord-tenant relations may be of 
considerable money value. Providing a modern house, running 
water, garden, and the number of poultry or other livestock 
the tenant can maintain out of undivided farm grown feeds, 
may provide the landlord with an inducement to secure better 
tenants and maintain long-term tenure. 
5. Yearly adjustments. Each year the landlord and tenant 
should examine the lease to determine necessary adjustments 
in contributions or division of income to maintain equality in 
the lease. Frequently internal changes occur on the farm as 
well as changes in the community that may result in an unfair 
lease. 
6. Put in writing. To be legally binding, a lease for more 
than one year must always be in writing. Even with one-year 
leases it is well for the landlord and tenant to put their agree-
ment in writing for future reference. A printed lease form 
useable for any type of lease, is the "Standard Farm Lease", 
published by the U. S. Department of Agriculture. These 
lease forms and local information in leases may be obtained 
from your County Extension Agent. 
Information in the tables of this folder comes from the 
questionnaires filled in and returned by over 1,400 South 
Dakota farm tenants in 1952. 
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